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people, events, techniques
AICPA Draft Statement on MAS, CPAs’ Aid to Detroit

In Improving Operations Discussed at Annual Meeting
The American Institute of Cer
tified Public Accountants evidenced
its commitment to a strong profes
sional involvement in the area of
management advisory services at
its annual meeting, held in Detroit
October 10-13.
At the meeting’s management
advisory services session, AICPA
Executive Vice President Leonard
M. Savoie read a draft of a state
ment developed by the Manage
ment Advisory Services Executive
Committee. The draft demon
strated why the co-existence of
auditing and consulting services in
public accounting firms is of wide
spread benefit not only to clients
but also to the public in general.
“I heartily approve the state
ment,” Mr. Savoie said. “I am con
vinced that management advisory
services will continue to grow and
will continue to be an integral part
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of the practice of public account
ing.”
The AICPA official referred back
to a speech presented to the an
nual meeting by SEC Commis
sioner James Needham, who, he
said, urged accountants “to look
for ways by which clients can im
prove their productivity and profit
ability, and thus contribute to the
achievement of increasing employ
ment and stemming inflation.”
“Thus, a high officer of Govern
ment has urged the profession to
provide advisory services which
will aid managements to do a bet
ter job and thereby foster economic
health to the benefit of the entire
nation,” Mr. Savoie said.
Responding to a speech present
ed earlier by Ralph Nader, director
of the Center for Responsive Law,
Mr. Savoie told the MAS session,
“Mr. Nader said the profession

must be free of client pressure and
cited management advisory serv
ices as a possible weakness in re
sistance to this pressure.” Mr.
Savoie cited the draft statement as
proof that Mr. Nader was mistaken.
Questioned further on this point,
Mr. Savoie added, ‘The statement
of the Management Advisory Serv
ices Executive Committee develops
in a positive way that management
advisory service improves the com
petence of the firm and increased
competence provides the basis for
further independence in perform
ing professional work.”
At the same session Philip G.
Tannian, project director and ex
ecutive assistant to the mayor of
Detroit, told how that city has
benefited from the management ad
visory services of various CPA
firms.
When the city of Detroit faced
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a loss of its credit rating and the
possibility of payless paydays for
its employees, Mayor Roman S.
Gribbs sent out a call for help to
Detroit’s CPA firms, the mayor’s
assistant said.
Initially six CPA firms responded
to the city’s SOS and contributed
their services free of charge, Mr.
Tannian said. The firms were
Ernst & Ernst; Touche Ross & Co.;
Lybrand, Ross Bros. & Montgom
ery; Arthur Andersen & Co.; Peat
Marwick, Mitchell & Co.; and Ar
thur Young and Company.
The firms looked at the city’s
operations and recommended im
provements that would result in
cash savings without impairing
service quality, Mr. Tannian ex
plained.
Their goals were to improve ac
countability, expedite decisions,
and improve employee morale. A
job freeze was instituted, and by
redistributing duties it was found
that within eight months the city
government was getting along well
despite 2,000 job vacancies. When
more cuts were needed, an addi
tional 500 employees were laid off
“without materially affecting the
quality or quantity of services ren
dered,” Mr. Tannian reported. He
said the dismissed employees were
later called back as job vacancies
developed.
Another area the firms investi
gated was the disposal of solid
wastes. A saving of hundreds of
thousands of dollars was made
possible by quadrupling the ton
nage of solid waste processed in one
compacting facility, Mr. Tannian
said. Compaction costs much less
per ton than incineration does, and
increasing the use of the compact
ing facility allowed the city to save
the money that would have been
needed to repair one of its old
broken incinerators. Another real
improvement made through the in
creased use of the facility was a
reduction in Detroit’s air pollution,
the mayor’s assistant pointed out.
Detroit now has funding avail
able for its management advisory
services projects and has 13 proj
ects underway with an aggregate
6

contract value of approximately
$3,000,000. Smaller CPA firms have
joined the initial six in providing
their services.
Some of the projects the Detroit
city government is funding arc: an
alyzing the business and manage
ment systems of Detroit General
Hospital; developing a housing
model to evaluate current pro
grams; centralization of the city’s
data processing facilities; convert
ing the operations of traffic court
to EDP; auditing all operating
agencies not subject to the city’s
Auditor General.
Under a $1,980,000 contract De
troit’s law enforcement agencies are
being analyzed. Mr. Tannian says
this project has already shown
some measure of success: Street
crime has been decreasing in De
troit since the beginning of the
year.
Mr. Tannian said that he hopes
that by next year Mayor Gribbs
will be able to say that Detroit is
operating at the lowest possible
cost consistent with urban needs;
that city employees have become
more satisfied, committed, and
competent; and that the organiza
tional structure of the city has
changed in the interests of better
government. Mr. Tannian said that
both he and the mayor were “very
pleased that the accounting profes
sion is having a hand” in making
the city “a wonderful place to live
in again.”

MAS Education
Preparing accounting students
for the management advisory serv
ices specialty was discussed by Dr.
Thomas H. Williams, professor of
accounting at the University of
Texas, Austin.
Dr. Williams told the meeting
that the basic characteristics of
management advisory services re
quire an emphasis on quantitative
analysis of management problems
and a knowledge of data process
ing systems. At the University of
Texas the M.B.A. in management
sciences includes courses in quan
titative methods, computer sci

ences, and behavioral sciences in
the context of the problems that
are likely to arise.
Educators, Dr. Williams said, arc
still uncertain about the right blend
of courses for the management
services specialty. They also ques
tion whether an M.B.A. is sufficient
for the management services spe
cialist; perhaps a doctorate is nec
essary.
Dr. Williams maintains that,
while today the management ad
visory services departments of CPA
firms have “conglomerate-like sets
of capabilities,” in the long run
the management services staff will
consist entirely of CPAs, occasion
ally augmented by outside spe
cialists.
Mr. Savoie commented that there
are more specialties involved in the
management advisory services area
than a CPA can possibly have and
that is why it is so important for
the accounting profession to recog
nize the necessary specialists.
In response, Dr. Williams point
ed out that to remain a profession
there is a need for a commonality
of knowledge. He observed that
specialization in both auditing and
taxes springs out of a common body
of knowledge and he believes the
same can be true of management
advisory services.
At a ceremony held during the
annual business session William C.
Ramsgard, of Crouse-Hinds Co.,
Syracuse, N.Y., received the Lester
Witte Foundation Award for the
best article in Management
Adviser (formerly Management
Services) “promoting or exempli
fying the practice of management
services in a small or medium size
firm.” The award, a plaque and
$100, was presented for his article,
“Evaluate Your Computer Installa
tion,” which appeared in the Jan
uary-February, 1971, issue of the
magazine. The board of consulting
editors selected the article as the
best to appear in the period JulyAugust, 1970, through May-June,
1971. The award was presented by
the AICPA’s then-President Mar
shall S. Armstrong.
Management Adviser

Executive Pay Rises Last

Year Foreshadowed Wage

Freeze, McKinsey Says
“In effect, industry beat Presi
dent Nixon to the punch in curb
ing inflation with its own wage
freeze at the executive level,” re
ports George H. Foote, McKinsey
& Company partner who directed
the firm’s latest Executive Com
pensation Survey, covering 1970.
He reports that the rise in top
executive compensation was only
about one-tenth of the nation’s
cost-of-living increment last year.
Top executive compensation (in
cluding salary, bonus, and other
contractual amounts of cash and
stock) in 577 of the largest U.S.
corporations in 31 industries were
covered in the McKinsey study.
According to McKinsey, total
compensation for chief executives
rose an average of only 0.6 per
cent in 1970 over the previous year,
compared with a 4.6 per cent gain
in 1969 and 9.8 per cent in 1968.
In 1970, sales for these companies
rose an average of only 3.9 per
cent, the smallest gain since 1961,
and profits fell an average of 13.1
per cent, the largest drop since the
survey began in 1954.
The study found that the sec
ond-, third-, and fourth-highestpaid company executives received
increases parallel to the top man’s.
Last year their compensation stood
at 71, 58, and 51 per cent of the
chief executive’s, compared with
73, 58, and 51 per cent in the pre
vious year.

Many cut salaries
Thirteen of the 31 industries
showed overall chief executive pay
cuts. Seventeen industries showed
chief executive pay increases. Mc
Kinsey reports that the correlation
between changes in executive pay
and corporate profits was stronger
in 1970 than in previous years.
In 12 of the 18 industries in
which profits declined, there was
either no change or a reported de
November-December, 1971

crease in executive compensation.
One notable exception was the
air transportation industry. Al
though 1969 was profitable, the pic
ture changed so abruptly that
there was an earnings deficit last
year in the air transportation in
dustry. Still its top executives re
ceived the largest overall increase
in chief executive pay among all
industries, 12.5 per cent, McKinsey
reports.
Half the companies surveyed
gave pay increases to their top ex
ecutives, with the average gain
being 10.0 per cent. Thirty-two per
cent lowered chief executive com
pensation in 1970, and 18 per cent
reported no change, McKinsey says.
In the air transportation, chemi
cal, nonferrous metals, paper, rub
ber, and textile industries, at least
one of every three companies re
ported profit declines but gave
raises to their chief executives, the
management consulting firm re
ports.
The largest one-year stock op
tion gain for an individual execu
tive was $1.4 million and the larg
est five-year option gain for another
was $3.6 million.
Twenty per cent of the compa
nies with stock option programs in
stituted entirely new ones or sig
nificantly revamped their old ones.
“This accelerating move to adopt
ing new stock programs is a direct
result of the Tax Reform Act of
1969 and the growing disenchant
ment with qualified stock options,”
McKinsey Partner Foote explains.
“Companies are now taking a more
performance-oriented approach to
capital accumulation programs
where benefits are not tied solely
to the vagaries of the stock market.”

Westinghouse Offers
Computer Production

Program Package
A package of computer programs
designed to increase production
knowledge and reduce operating

costs has been developed by the
Westinghouse Tele-Computer Sys
tems Corporation, Pittsburgh.
Westinghouse’s new Bill of Mate
rial Processor, the program pack
age, improves the organization,
maintenance, and flow of informa
tion in the engineering and man
ufacturing information depart
ments, Westinghouse claims.
The Bill of Material Processor
provides the user with a central
ized data base of engineering and
manufacturing product informa
tion; information retrieval capabil
ity on demand; a where-used re
trieval on component parts; detail
part explosions; and a framework
for further mechanization.
Westinghouse’s program package
is written in COBOL. More infor
mation on the Bill of Material
Processor is available from the
Westinghouse Electric Corporation,
Westinghouse Building, Pittsburgh,
Pa. 15222.

Cost Analysis Can

Ease Staff Cutbacks,

Says Machine Supplier
Cost analysis techniques can min
imize staff cutbacks caused by the
recession, says Arthur L. Hanrahan,
president of Philips Business Sys
tems Inc., a New York office equip
ment supplier.
Mr. Hanrahan points out that the
current economy has been described
as a “white collar recession” and
that many jobs important to com
pany efficiency have been eliminat
ed because of it.
“The situation points up the
growing need for a systems ap
proach in administration proce
dures,” Mr. Hanrahan says. “Com
panies which properly control of
fice costs and staff levels in normal
times obviously will need to do less
trimming during hard times, and
will be able to maintain vital ser
vices.”
Careful analysis of company com
munications can produce startling
7

savings, Mr. Hanrahan maintains.
To take the analytical approach,
company communications should
be looked on as the “word process
ing system,” he says.
“Put simply, this means match
ing properly trained people with
the best machines for carrying out
a planned communications pro
gram.”
All communications should be
designed for a specific and needed
purpose, Mr. Hanrahan points out,
not as a goal in themselves. Also,
office facilities and equipment
should be regularly reappraised for
adequacy, he recommends.
The latest office equipment can
free executives and secretaries from
more routine tasks and allow them
to spend their time on administra
tive duties, Mr. Hanrahan says.

Survey of Communications
Facilities Offered by
Philadelphia Firm
A survey of communications fa
cilities available today has been
compiled by the Datapro Research
Corporation, Philadelphia, and is
being offered to data processing
executives free of charge.
All About Data Communications
Facilities is a description of the
facilities and the services they offer
and the associated rates. It includes
public networks, leased lines,
WATS, TWX, Telex, Telpak, and
other facilities.
The survey was originally pub
lished as part of the August sup
plement to DATAPRO 70, a man
agement-oriented information serv
ice on computer equipment and
software. The report is being of
fered free of charge to allow data
processing executives to sample the
information included in the DATA
PRO service.
In looking ahead to the micro
wave communications facilities
dedicated to the transmission of
data (see M/A July-Aug. ’71, pp.
8-9), the report says, “All in all, it
looks like a bonanza for some data
8

processing users, with several types
of improved services and lower
prices over the next three to four
years. Datran, AT&T, and Western
Union have all announced switched
microwave networks to begin oper
ation in 1973 or 1974. MCI [Micro
wave Communications, Inc.] plans
to begin operation of dedicated
lines in 1971.”
The Datapro 13-page report is a
summary of what is available now.
All About Data Communications
Facilities may be obtained from
the Datapro Research Corporation,
2204 Walnut Street, Philadelphia,
Pa. 19103.

Optical reader survey

Another DATAPRO 70 feature
report, All About Optical Readers,
is being sold for $10.00 a copy.
The 28-page report covers char
acter, mark, and bar-code readers
from 32 different manufacturers.
Included in the report are com
parison charts describing the rec
ognition capabilities, document
specifications, output media, error
control features, performance, pric
ing, availability status, and appli
cations of 64 readers priced from
$1,235 to $1,500,000.
The general characteristics, capa
bilities, and limitations of current
optical readers are also explained
in the report.

RCA Abandons

Computers to Focus
On ‘Special’ Systems
One year and two days after
RCA set out to do battle with IBM
for a share of its computer busi
ness, the challenger raised the
white flag of defeat. (See M/S
Nov.-Dec. ’70, p. 16.)
On September 10, 1971, RCA
Corporation Chairman Robert W.
Sarnoff announced his corporation
would go out of the main-frame
computer manufacturing business.
Instead, it will devote its computer

efforts to the development and
marketing of specialized data com
munications and specially designed
business systems, he said.
Just about a year earlier Mr. Sar
noff had said, “We are determined
to attain an industry rank second
only to IBM in this country. . . .
In order to accomplish this goal
RCA is prepared to commit what
ever resources are necessary.”
However, since that time RCA
has made intensive studies of the
industry’s changing conditions. The
studies indicated that over the next
five years RCA would have to in
vest more than $500 million to fi
nally make a profit. “With the con
currence of my associates in man
agement,” Chairman Sarnoff said,
“I determined that the price was
simply too high for RCA. . . ”
RCA now joins GE in the ranks
of those who tried but failed. (See
M/S July-Aug. ’70, p. 12.) How
ever, while GE was able to merge
its computer operations with Hon
eywell’s, RCA at the time of its
announcement had not yet found a
buyer for its facilities. Approxi
mately 10,000 people are employed
in RCA’s computer operations, and
one analyst predicted 70 per cent
of them will be laid off.
Industry analysts now fear that
customers will lose faith in the
smaller computer manufacturers
and buy only from IBM. Customers
do not want to be left with equip
ment from manufacturers that are
no longer around, it is observed.
RCA does intend to fulfill its con
tractual commitments, Mr. Sarnoff
said. It will continue to provide
maintenance work through its sub
sidiary, the RCA Service Company.
Mr. Sarnoff said that RCA ex
pects to take a resulting write-off
in 1971 “that could reach $250 mil
lion after tax” and will produce a
“substantial loss” for the year. This
anticipated net loss exceeds the
largest net profit in RCA history,
$160.7 million in 1968. It is even
possible the charge will exceed
RCA’s combined net income for
1970 and 1971.
Where did RCA go wrong? Two
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contributing factors may have been
that it made no overseas marketing
attempt until this past July and it
was never well established as a
business machine supplier.
Robert Colton, vice president of
the Quantum Science Corporation,
said that he thought RCA suffered
from the general economic condi
tions, the company’s own bad
moves, and the customers’ disen
chantment with the “oversold”
computer. He feels that RCA’s de
cision signals the end of “me-tooism in the computer industry.”
While the main-frame computer
business makes up the bulk of the
computer industry, RCA, belatedly,
found out that this segment would
“continue to grow but at lower
levels than previously projected,”
Mr. Sarnoff said.
Ironically, it seems IRM will gain
the most by RCA’s pulling out of
the field. RCA had designed its
computers to be directly competi
tive—and thus compatible—with
IRM machines, so RCA customers
will find IBM programing and
service support the most easily
available, it is supposed. Also, cus
tomer apprehension of dealing with
smaller firms that might go out of
the computer business may give
IBM added sales.
Richard Brandon of Brandon Ap
plied Systems concluded, “IBM is
just too good and too tough to at
tempt to take head-on.”

League of Urban
School Areas Forming
Common Data Base
The Council of the Great City
Schools, a coalition of 22 of the
nation’s largest urban school dis
tricts, is developing a planning and
management information system, it
was recently announced.
The system will be used to assist
in measuring the progress and ef
fectiveness of school programs, for
short- and long-range planning,
November-December, 1971

MIRACODE II, a new electronic system for coding, filing, and retrieving
microfilmed information, was introduced this fall by Eastman Kodak Company.
Using a 12-digit code system for identification of randomly filed documents,
the retrieval terminal can scan 16mm roll microfilm at rates up to 350 docu
ments per second to retrieve the document or documents sought, then make
paper copies as desired. MIRACODE II is essentially an improved version
of a system introduced by Kodak in 1963; it is, says Kodak, more reliable,
more versatile, faster (the new encoder, for example, is twice as fast as the
old one), and cheaper ($25,000 to $35,000 for camera, encoder, controller, re
trieval terminal, and copier). MIRACODE I was originally designed for tech
nical library systems but has found applications in business, in hospitals, and in
police departments. Kodak is now stressing the business market—for storage
and retrieval of customer orders, inventory data, payables, and receivables.

and for budget preparation and
administration.
System 2000, a general purpose
data base management system de
veloped and marketed by MRI
Systems Corporation, Austin, Texas,
is being used for the Council’s
project.
The Council’s system will be de
veloped in the Dallas Independent
School District and then be made
available to the other 21 members

of the Council of Great City
Schools.
Three separate but highly inter
related data bases will compose
the system. One data base will con
tain information on students, a sec
ond, on teachers and school person
nel, and the third will describe
facilities and equipment. The in
formation will be used to support
strategic planning and top man
agement functions.
9

London Airport Installs

First Real Time Cargo

Handling System
London’s Heathrow Airport re
cently put into operation the
world’s first real-time automated
cargo handling system.
The system, called LACES (Lon
don Airport Cargo Electronic Data
Processing Scheme), is designed to
clear incoming air freight through
customs in one-third of the usual
time by reducing the paperwork
involved.
Heathrow Airport handles over
400,000 tons of cargo a year and
this figure is expected to increase
by more than one-third by 1975.
The LACES system provides con
tinual information on the progress
of each incoming consignment
through the clearance process and
reduces the amount of necessary
storage space.
The LACES system cost $12,000,000 and took approximately
500 man-years over a two-year
period to complete.
Computer Sciences International,
Computer Sciences Corporation’s
European organization, designed
the system’s software.
KLM Royal Dutch Airlines cargo
facilities and several customs sta
tions were the first organizations to
be connected to LACES. Addition
al airlines are being added this fall.
LACES is being operated by the
National Data Processing Service,
the service bureau sponsored by
the British Post Office.

are being offered the new service.
Dart Ireland’s first direct mail
list will contain more than 500,000
names of European university stu
dents for a major international
magazine publisher.

System adapts to tape

“Our new operation in Ireland
produces direct mail lists that com
bine broad selectivity with a high
degree of accuracy,” said Lewis
Rashmir, president of Dart Direct
Marketing. “Our system also is
tailored to the conversion of busi
ness data from a printed form to
computer magnetic tape for such
functions as customer invoices and
billings, registration lists, and gen
eral record keeping.”
Dart Ireland is located in Tuam,
County Galway. Dart Direct Mar
keting, Los Angeles, established the
Irish subsidiary in cooperation with
the Industrial Development Author
ity of Ireland. Dart Ireland will
employ over 200 people when it
goes into full production.

Computer Order System

Atlanta College Added
To List Giving Credit

For Computer Courses
Over the past year more and
more colleges have awarded aca
demic credits for courses com
pleted in computer institutes. Such
a cooperative program has re
cently been worked out in the
Southeast between the Honeywell
Institute of Information Sciences
and Atlanta Baptist College.

For Europe Established

Students who completed com
puter institute courses in the past
were able in some cases to take
examinations to qualify them for
college credits. However, this new
arrangement gives the student col
lege credit, when he applies to a
cooperating university, just on the
basis of successful course com
pletion.
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Control Data is affiliated with
The University of Minnesota, The
New York Institute of Technology,
and Augsburg College and Golden
Valley Lutheran College, both in
Minnesota.
Honeywell is affiliated with At
lanta Baptist College and Pepper
dine University, Los Angeles.

Authorizes Pilot

Credit is automatic

Dart Industries Inc. has estab
lished a subsidiary in the Republic
of Ireland to provide a new com
puterized direct mail service for
marketing in Europe. Companies
in the United States and Europe

Affiliations

New York Stock Exchange

Direct Mailing Service

In Ireland by U.S. Firm

The college’s curriculum com
mittee reviews the course content,
applicability to the academic de
gree, and the computer institute’s
faculty before the decision to ac
credit the commercial course is
made.
Two of the computer schools that
have had these cooperative pro
grams are Control Data’s and
Honeywell’s institutes.

The Board of Governors of the
New York Stock Exchange has au
thorized $300,000 for the immedi
ate pilot testing of a new program
that would enable member firms to
execute 100-share orders by com
puter.
If the pilot program proves suc
cessful, the Board of Governors in
dicated, it is prepared to spend an
estimated additional $7.4 million to
put the system into full operation.
The complete system could be fully
implemented by late 1973, the
Board said.
In a special bulletin to NYSE
members, Chairman of the Board
Ralph DeNunzio and President
Robert Haack explained that mem
bers of the Exchange staff had de
veloped three alternative automa
tion plans. The Automated Trading
System was selected because it
seemed the best approach to auto
mating the Floor, it would be less
Management Adviser

than one quarter the cost of the
other alternatives, and it would
take less than half the time to im
plement, the NYSE officials re
ported.
This is how the Automated Trad
ing System will work: Specialist
firms (those that buy or sell for
their own account to stabilize price
fluctuations) will provide ATS
quotes and quantities for each of
their stocks. Brokerage houses will
transmit their 100-share market
orders to the Exchange’s computer,
either directly or with the assist
ance of a clerk on the Floor.
As each incoming order is re
ceived the ATS computer will au
tomatically execute it against the
specialist’s quote, providing no
stop is requested. Once the execu
tion is made the computer will up
date the quantity connected with
the quotes, report the trade on the
ticker, notify the brokerage firm
that its order has been executed,
and tell the specialist of his part
in the trade.
This system will make it possible
for a customer to telephone his
registered representative to place
an order and to receive a report
on its execution all in the same
call, NYSE officials say.
Chairman DeNunzio and Presi
dent Haack conclude, “Automated
execution of 100-share market or
ders under the ATS system retains
all the benefits of the central auc
tion market, including the depth
and fair and orderly trading made
possible by the unique strength
of the Exchange’s specialist system.
At the same time, ATS brings the
speed and efficiency of the com
puter into the trading process.”
The American Stock Exchange
is developing its own system for
automated execution, but spokes
men at both exchanges say the two
systems will be compatible, an im
portant feature because of the over
lap of membership on the two ex
changes.
A system for the computerized
execution of orders for less than
100 shares is already being imple
mented by the New York Stock
Exchange.
November-December, 1971

New IBM terminal can show broker and customer account status.

Merrill Lynch, Pierce, Fenner & Smith

Orders Nearly 4,000 New IBM Terminals
The same day IBM announced
a new communications system for
the brokerage industry, Merrill
Lynch, Pierce, Fenner & Smith,
Inc., said it had ordered 3,896 of
the new IBM desk-top terminals.
The investment firm indicated that
this was the largest order that had
ever been placed for electronic
stock-market quotation devices.
The IBM 3670 brokerage com
munications system can include
thousands of TV-like display ter
minals. It can link brokers across
the nation to their firm’s central
IBM System/370 or System/360,
IBM says. The terminal output
cannot be used with other com
puters.
Can send orders, too
On the terminal’s keyboard there
are 178 color-coded keys. By de
pressing the keys, orders can be
transmitted via the central com
puter to the floor of the proper
exchange.
Information that can be dis
played on the terminal screen by
pressing the appropriate keys in

cludes a customer’s portfolio; sta
tistical data on a security; analysts’
opinions on stock-issuing compa
nies; exchange tickers; market in
dices; and financial news wires.
It is possible to display informa
tion in a split-screen arrangement.
Current price of a stock, for ex
ample, could be displayed on the
top of the screen and an analyst’s
opinion of the security on the bot
tom half.

Shipments will start next fall
Monthly rental for a terminal is
$62 with a purchase price of $2,130.
The required control unit, which
handles up to 24 displays and 8
printers, rents for $1,845 with a
purchase price of $63,780. First
customer shipments will begin next
fall.
Merrill Lynch, Pierce, Fenner &
Smith, Inc., said it will take 18
months to phase in the IBM termi
nals. This could mean it will phase
out the 3,896 terminals it has
bought from Ultronic Systems,
Scantlin Electronics, and BunkerRamo.
11

Marketers Must Tighten Quality Control Standards; More Stringent
Federal Consumer Protection Laws Proposed, Speakers Tell Jersey Meeting
Manufacturers must be respon
sible for marketing products which
are safe under conditions of normal
use and even in cases of foresee
able abuse, Samuel M. Hart, dep
uty director of the Bureau of Prod
uct Safety, told the second annual
Product Liability Prevention Con
ference.
The manufacturer “must do the
necessary testing, evaluating, and
appraising of his product to assure
himself that there is no potential
or actual hazard which can be min
imized or eliminated, and that the
consumer will not suffer injury or
illness when using his product,” Mr.
Hart said.
More than 250 industrialists, re
tailers, engineers, attorneys, and
insurance men attended the Prod
uct Liability Prevention Confer
ence. The three-day conference
was held August 25-27 at the New
ark College of Engineering, in New
Jersey. The conference was spon
sored by ten national professional
and trade organizations and fi
nanced by Associated Testing Lab
oratories, Inc., of Wayne, N. J.
Congressman Benjamin S. Rosen
thal (D-L, N.Y.) told the confer
ence that federal consumer protec
tion is at a “ten-year low” and that
he is introducing legislation to pre
vent repetition of the Bon Vivant
and Campbell soup botulism inci
dents.
Congressman Rosenthal’s legis
lation would strip the Food and
Drug Administration and the U. S.
Department of Agriculture of all
responsibility for inspection of food
products. A new Food Safety
Agency would be given the inspec
tion responsibility.
The proposed legislation would
also require brand-name food man
ufacturers who produce under pri
vate labels for others to affix their
own names on all such products.
Another conference speaker, WilHam D. Dixon, assistant director
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for industry guidance in the FTC’s
Bureau of Consumer Protection,
said the time is coming when the
manufacturer of a “lemon” will
have a duty to replace it volun
tarily, “no matter what the cost.”
Pending legislation would keep
the seller from giving an express
warranty under which he would
“assume a lesser burden than that
which would say that his products
are at least fit and useable for the
ordinary purposes for which they
are sold,” Mr. Dixon warned.
Even if no new product safety
standards and safety legislation are
enacted by Congress, the FTC
might enforce existing safety stand
ards or create such standards
where none now exist, Mr. Dixon
explained.

Legal perils cited

There is anticompetitive poten
tial in safety standards, and conse
quently Mr. Dixon urges that pro
visions be made “to insure that
such standards not be used as a
guise for collusion by manufactur
ers to engage in activities which
adversely affect competition.”
Richard M. Marcus, immediate
past president of the American
Trial Lawyers Association, pointed
out to the conference audience that
statements made—or not made—in
advertising and on labels can be
used against a manufacturer in a
successful product liability lawsuit.
Mr. Marcus cited the case of three
illiterate farm workers who died
from exposure to an insecticide.
The court held that the manufac
turer should have realized the
printed warning on the label was
not enough. “College graduates are
not the only consumers,” Mr. Mar
cus said.
Manufacturers should make qual
ity control programs and liability
control programs an integrated co
ordinated total program, Donald

S. Feigenbaum, executive vicepresident of General Systems Com
pany, of Pittsfield, Mass., told the
conference.

Quality control characteristics
Mr. Feigenbaum outlined 11
characteristics a quality control
program must have if it is to re
duce liability risks. The quality
control program:
“1. Controls quality on an inte
grated, organization-wide basis;
“2. Has primary decision making
ties with upper management;
“3. Provides a budgetary base
and technical competence to per
mit preventive effort;
“4. Establishes quality control as
a set of disciplines applied through
out the business;
“5. Establishes quality control’s
coupling with customers on a posi
tive, feed-forward basis;
“6. Structures and reports qual
ity costs;
“7. Makes quality motivation a
continuous process;
“8. Continuously measures and
monitors actual customer quality
satisfaction;
“9. Provides good product serv
ice on a rapid and economic basis;
“10. Integrates product liability
control considerations;
“11. Adds a major, organization
ally ‘horizontal’ workscope to the
quality function.”

Foresees systems role

Mr. Feigenbaum predicted, “This
new and long overdue partnership
between the quality field and the
product liability field may well see
systems engineering becoming the
fundamental design technology of
the quality engineer in his work of
creating integrated quality systems
in his company which build liabil
ity prevention within themselves.”
Albert F. Erdman, president of
Management Adviser

Associated Testing Laboratories,
Inc., Wayne, N. J., the company
financing the conference, recently
stated that 300,000 product liability
suits reach the courts ann
ually. By
1975 it is predicted that 750,000
such suits will come into the
courts.
“There is an increasingly urgent
social and economic need to mini
mize the potential for damage in
herent in every product on the
market,” Mr. Erdman said. “This
applies not only to design and man
ufacture but even to labeling in
structions and advertising. If the
size of court awards—in some cases
running into millions of dollars—
is evidence of this, judges and
juries think so too.”
Associated Testing has started a
new hazard evaluation and liabil
ity prevention division to serve
manufacturers, retailers, trade asso
ciations, attorneys, and insurers.
The company is an independent
test laboratory and a custom manu
facturer of environmental simulat
ors used in product testing.

Photocopies of Printed

Matter for Last 100
Years Offered
Photocopies of material pub
lished within about the last hun
dred years can be obtained from
the Berliner Research Center, Dan
bury, Connecticut, 06810.
A computer research system has
been added to the manual system
used by the literature researchers.
Some of the sources covered are
newspapers, periodicals, trade
marks, government publications,
corporation reports, labor union
publications, patents, catalogs, and
advertisements.
Berliner offers a search service as
well as a photocopying service
where no search is required, the
client supplying the details of
sources.
The company is making avail
able a brochure, T-2, giving more
details about Berliner’s services.
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Texas City Developing

Central Computer Data

File for All Agencies
Wichita Falls, Texas, is develop
ing a computer system that will
serve as a central and single infor
mation file for all its city agencies
and city-owned utilities.
The system is being developed
with the aid of a three-million-dol
lar Federal grant. At the center
of the management information
system is an IBM System/370
Model 145.
1,500 city activities

Wichita Falls started the project
in March, 1970, and expects to have
it completed by March, 1973. The
first step in the project was to re
examine the functions of city gov
ernment. About 1,500 separate ac
tivities were identified, including
issuing of parking tickets and sell
ing water to residents.
Jerry Dunn, assistant city man
ager in charge of the project, gave
one example of how the city will
use its new system. “Our building,
tax, fire, and engineering depart
ments all need information on land
use throughout the city,” he said.
“Traditionally, each department in
dependently gathers the specific
information it needs. With the new
system, we are developing a single
land-use data file that can serve
all these city agencies, as well as
the county and school district.”
Vehicle information
The system will be used by the
police department to keep track of
stolen vehicles and other property
and to process complaints. It will
also develop maintenance sched
ules for all city-owned vehicles.
In 1966 Wichita Falls became
one of the first cities in the nation
to install a computer to regulate
traffic signals on city streets. The
city hopes that its management in
formation system will serve as a
model for other cities.

A computer is producing route maps
for drivers at the Fox Grocery Com
pany in Pittsburgh. Computer consid
ers traffic patterns, driving time in
working out most efficient routes for
each of company's 40 trucks.

Burroughs Shows Three

New Calculators; One
Is Miniature Model
An electronic display calculator
that requires 42 per cent less desk
space than the smallest previous
model developed by Burroughs
has been introduced by that com
pany along with two other new
models.
New small calculator
The C 3160 electronic calculator
is 4.8 inches wide, 3.1 inches high,
and 9.5 inches deep and it weighs
3.1 pounds. The calculator can be
operated with the power furnished
by a car cigarette lighter outlet. It
sells for $389 or can be leased for
$12 a month on a three-year plan.

Other models
The second new calculator intro
duced by Burroughs is the C 3260,
which is slightly larger than the
C 3160. It has an independent stor
age memory which enables it to
accumulate results or be used for
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constant factor calculations. The
C3260 sells for $449 and may be
leased for $14 per month on a
three-year plan.
Burrough’s third new calculator
is the C 3225. It uses medium-scale
integrated circuitry and can com
pletely solve many problems which
previously would have required an
independent storage memory, Bur
roughs claims.
The C3225 can compute gross,
discount, sales tax, and net for
single-line invoices by using only
the computing unit, Burroughs
says. The C 3225 can be purchased
for $695 and leased for $21 per
month on a three-year plan.

Honeywell Announces

Information System
For Distributors
A new information system for
wholesale distributors has been de
veloped by Honeywell Information
Systems.
Called Management Information
for DIStributors (MI.DIS), the
system incorporates ten subsystems
to provide solutions to functional
problems in the areas of marketing,
financial management, operations
control, and product acquisition
and control.
Subsystems of MI.DIS can be
implemented and intermixed on a
schedule that best meets the needs
of the distribution firm, Honeywell
states. Because the subsystems in
terconnect, a report-by-exception
system allows the elimination of
duplicate stored information.

All functions covered

The ten subsystems cover the
functional areas of order process
ing, financial management, inven
tory management,
purchasing,
transportation, facilities and equip
ment maintenance, merchandising,
warehouse control, customer serv
ices, and management planning.
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Conference Board Survey Shows Business

Feels More Social Involvement Essential
Traditional public relations tac
tics are not by themselves sufficient
to counteract the image of private
enterprise being created by its
critics, a group of recently sur
veyed business leaders feel.
The Conference Board conducted
a survey of 196 top-level executives
from 65 countries. Many of the ex
ecutives believe business must de
velop new initiatives to expand its
social role and open up its com
munication lines with the public.
“It is most dangerous to think of
the problems in image and public
relations terms,” a U.S. executive
told The Conference Board. “One
cannot ‘implant an image’ if it is
not so; overemphasis on, or overconfidence in, communication tech
niques should not supplant facing
the substance of the matter.”
A Norwegian executive said, “We
must make a systematic effort to
sell the argument that business is
not a homogeneous group in a sin
ister alliance against the rest of
society.”
The Conference Board reports
the vast majority of those inter
viewed believe business will have
to play a greater social role. Some
believe failure to act will result in
harsh penalties.
A U. S. company president said,
“It is not only possible for business
to fulfill both the social and eco
nomic roles expected of it today,
it is necessary if private enterprise
wishes to survive in its present
form and to continue to pursue its
business goals in a just and pros
perous society.”
“Why should youth have a mo
nopoly in declaring itself for hu
man values?” a Canadian executive
said. “Surely on the issues affecting
our environment—racial equality,
equal opportunity, clean air and
water, housing, slum clearance, the
elimination of hunger at home and
abroad—the leaders of private en
terprise and idealistic youth are on

common ground. We provide the
money and material that are being
used to correct these ills, but with
out our open involvement in this
activity our material contribution
is anonymous or assumed to have
been grudgingly extracted.”
The executives believe compa
nies in industrialized countries
should push for better business
practices (including improved cus
tomer relations, responsible finan
cial management, and equitable
treatment of employees); give more
priority to research and develop
ment of new products; and main
tain continuous training of man
agement.
In less developed countries com
panies should develop effective
quality controls; eliminate racial
and national discrimination in hir
ing and promoting; provide job se
curity for workers; and support
management training centers and
vocational schools, the executives
said.
They believe that private enter
prise is held in the highest esteem
in the industrially developed coun
tries and that it is in the less devel
oped countries that the more se
vere image problems exist.

Xerox Gives Staff
Paid Time for

Social Welfare Work
Selected employees of the Xerox
Corporation are being given time
off at full pay to participate in so
cial welfare projects.
“In an effort to put something
back into society, we are giving
the most important asset we have
—the time of our people,” said
Xerox President and Chief Execu
tive Officer C. Peter McColough.
The Xerox Social Service Leave
Management Adviser

Program will grant company em
ployees in the United States up to a
year’s leave at full pay to pursue a
self-selected project that will aid
society. Anyone who has worked
at Xerox for at least three years is
eligible for this program.
When the employee returns to
Xerox he will be given a job with
pay, responsibility, status, and op
portunity for advancement equal to
the one he left.
Xerox will give a total of 240
man-months a year to the social
service program. A seven-member
employee evaluation committee will
select those to be granted leaves.
The social service projects en
gaged in need have no connection
with the employee’s job or the skills
he uses at Xerox, the company said.
Any kind of social service that is
sponsored by a public or private,
nonprofit, legitimate, existing or
ganization that will accept the of
fered participation can be pro
posed.
“We are now giving Xerox peo
ple a chance to pursue these kinds
of activities full time during the
prime of their working careers and
when they are best able to do it,”
Mr. McColough said. “They are not

going to have to wait until they
retire.”
The employee evaluation com
mittee is a cross-section of Xerox
people which includes former mem
bers of the Peace Corps and the
Office of Economic Opportunity in
Washington and a corporate vice
president who once left Xerox for
three years to teach and write
plays.

Two new publications from the
American Federation of Informa
tion Processing Societies, Inc., are
now available.
The Proceedings of the 1971
Spring Joint Computer Conference,
Volume 38 of AFIPS Conference
Proceedings, contains 67 papers
presented May 18-20 in Atlantic
City.
The fully indexed 631-page
volume may be obtained from
AFIPS Press, 210 Summit Avenue,

Gratis booklet
The TBI Guide to Computer
Sub-Leases—A Self Teaching Study
is being offered free to interested
computer users by Time Brokers,
Inc., 500 Executive Blvd., Elmsford,
N. Y. 10523.
The 12-page booklet is in the
form of self-teaching questions. It
is designed to help those consider
ing subleasing of their installed
equipment develop a realistic sub
leasing marketing plan.
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Three New

Publications

Are Available

Montvale, N. J. 07465. The price
is $26.00.
A reduced price of $13.00 is
available for prepaid orders from
members of constituent societies.
The AICPA is such a constituent
society.
Also the AFIPS Conference Pro
ceedings Index, indexing Confer
ence Proceedings Volumes 1-37,
may be ordered from AFIPS Press.
The price is $20, but it is offered at
a reduced rate of $10 for prepaid
orders from members of constitu
ent societies.
When ordering at the reduced
prices, members of AFIPS constitu
ent societies should state their af
filiation and membership number.
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